Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Message Text 


UNCLASSIFIED 

PAGE 01 BONN 18459 01 OF03 111653Z 
50 

ACTION EUR- 12 

INFO OCT-01 10-10 ISO-OO EURE-00 AF-06 ARA-10 EA-09 NEA-10 

AID-05 CEA-01 CIAE-00 COME-OO EB-07 FRB-01 INR-07 

NSAE-00 OPIC-06 SP-02 TRSE-00 CIEP-02 LAB-04 SIL-01 

OMB-01 AGR-10 DODE-OO H-02 INT-05 L-03 NSC-05 PA-02 

SS-15 STR-04 TAR-01 USIA-15 PRS-01 FEAE-00 7158 W 

091904 

PR 111639Z NOV 75 
FM AMEMBASSY BONN 
TO USMISSION OECD PARIS PRIORITY 
SECSTATE WASHDC PRIORITY 4295 
INFO USMISSION EC BRUSSELS 
USMISSION USUN NEW YORK 
USMISSION GENEVA 

UNCLAS SECTION 01 OF 03 BONN 18459 

E.O. 11652: N/A 
TAGS: EAID, GW 

SUBJECT: FRG FOREIGN AID PROGRAM 
REF: OECD 27661 

1. SUMMARY. FRG HAS JUST RELEASED ITS BIENNIAL AID 
REPORT TOGETHER WITH REVISED STATEMENT OF FOREIGN AID 
OBJECTIVES. AID REPORT CONTAINS 1976 BUDGET PROJECTIONS 
SHOWING SHARP DROP FROM 1975 APPROPRIATIONS. US REP AT 
DAC REVIEW OF GERMAN AID PROGRAM MAY WISH QUERY GERMAN 
DEL CONCERNING SPECIFIC ASPECTS OF THESE REPORTS AS WELL 
AS IMPLICATIONS FOR MEDIUM-TERM GERMAN AID FUNDING. END 
SUMMARY. 

2. ON NOVEMBER 6, THE CABINET APPROVED THE GOVERNMENT'S 
BIENNIAL AID REPORT AND THE MINISTRY FOR ECONOMIC 
COOPERATION S REVISED STATEMENT OF FOREIGN AID OBJEC- 
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TIVES. THE AID REPORT REVIEWS INTERNATIONAL DEVELOP- 
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MENTS OVER THE PAST TWO YEARS, CONCLUDING THAT: THE 
PRESENT WORLD RECESSION HAS AGGRAVATED THE PROBLEMS OF 
THE THIRD WORLD; IN THE NEXT 10 YEARS THESE PROBLEMS 
WILL OVERSHADOW ALL PRESENT ECONOMIC PROBLEMS; A 
DRAMATIC RACE IS TAKING PLACE BETWEEN GROWING SERIOUS- 
NESS OF THESE PROBLEMS AND APPROACHES TAKEN FOR THEIR 
SOLUTION SUCH AS AT 7TH SPECIAL UNGA; THE SOLUTION 
LIES IN COOPERATION IN BUILDING A BETTER WORLD ECONOMIC 
ORDER WHICH MUST BE BASED ON FREE MARKET PRINCIPLES. 

3. THE STATEMENT OF AID OBJECTIVES STATES THAT THE 
FRG WILL, IN CLOSE COORDINATION WITH ITS PARTNERS, 

DRAW UP PROPOSALS FOR AVERTING THE SERIOUS ECONOMIC 
SITUATION FACING LDC'S. THE STATEMENT CONTAINS THE 
FOLLOWING MAJOR INNOVATIONS AND INCORPORATES THE 25 
"THESES" PREVIOUSLY SET FORTH BY BAHR AS A BASIS FOR 
FRG AID POLICY (SEE BONN A-262) AS WELL AS THE RESULTS 
OF THE 7TH SPECIAL UNGA: 

A. THE FRG WILL CONCENTRATE ITS AID FUNDS IN THE 48 
LLDC'S AND MSA COUNTRIES. PRIORITY WILL BE PLACED ON 
RURAL AND AGRICULTURAL DEVELOPMENT. SPECIAL EFFORTS 
WILL BE PLACED ON LONG-RANGE AND LARGER PROJECTS WHICH 
ARE TO BE HARMONIZED MORE EFFECTIVELY WITH THE AID 
PLANS OF THE RECIPIENT COUNTRIES. BY CONCENTRATING ON 
LARGER PRODUCTS THE FRG ALSO EXPECTS TO REDUCE ADMINIS- 
TRATIVE EXPENSES FURTHER. 

B. THE FRG WILL ALSO RELY HEAVILY ON OTHER MEASURES TO 
PROMOTE DEVELOPMENT. IT FAVORS IN PARTICULAR A LIBERA- 
LIZATION OF TRADE WITHIN THE FRAMEWORK OF THE GATT 
NEGOTIATIONS. THE OPENING-UP OF MARKETS FOR LDC SEMI 
FINISHED AND FINISHED PRODUCTS, AND THE MOBILIZATION 
OF PART OF THE IMF GOLD RESERVES IN ORDER TO ENABLE THE 
PLANNED TRUST FUND TO PROVIDE INTEREST-SUBSIDIZED 
LOANS TO THE LDC'S. 

C. FOLLOWING ITS CONSENT TO THE RESULTS OF THE 7TH 
SPECIAL UNGA, THE FEDERAL GOVERNMENT WILL SUBMIT 
CONCRETE PROPOSALS TO MAJOR INTERNATIONAL CONFERENCES, 
I.E., THE PARIS DIALOGUE, THE IMF MEETING, THE MULTI- 
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LATERAL GATT TRADE NEGOTIATIONS AND THE UNCTAD 
CONFERENCE AT NAIROBI. 

4. IN PRESENTING THE UP-DATED FRG AID OBJECTIVES TO 
THE PRESS ON NOVEMBER 7. MINISTER BAHR MADE THE 
FOLLOWING COMMENTS: 

A. FRG ACCEPTANCE OF THE 0.7 PERCENT TARGET WAS NOT 
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NEW. AS BEFORE, THE FRG PLANS TO ATTAIN THIS GOAL. 

IT IS, HOWEVER, NOT POSSIBLE AT THE PRESENT TIME TO 
NAME A DATE. IN ITS PRESENT EFFORTS TO ATTAIN 
ECONOMIC STABILITY, AID APPROPRIATIONS JUST AS OTHER 
BUDGETS CANNOT BE SPARED FROM CUTS. HOWEVER, AID 
FLOWS IN 1975 WILL REACH A RECORD DM 3.5 BILLION, 
INCLUDING OVER DM 2 BILLION FOR CAPITAL AID, SOME 
DM 600 MILLION FOR TECHNICAL ASSISTANCE, AND THE REST 
FOR MULTILATERAL AID. 
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B. THE FRG HAS INTRODUCED THREE SETS OF TERMS ON LOANS 
WHICH WILL GO INTO EFFECT ON JANUARY 1, 1976. THE 
LLDC'S AND MSA COUNTRIES WILL OBTAIN CREDITS AT IDA 
TERMS (50 YEARS MATURITY, 10 GRACE YEARS, 0.75 PERCENT 
INTEREST); "NORMAL" LDC'S WILL CONTINUE TO OBTAIN 
TERMS AT 30 - 10 - 2.0 AND THE LDC’S WITH THEIR OWN 
FINANCIAL RESOURCES ("LIKE INDONESIA") WILL BE CHARGED 
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HARDER TERMS OF 20 - 5 - 4.5. (BAHR HAD PREVIOUSLY 
ANNOUNCED FRG PLANS TO INTRODUCE THESE DIFFERENTIATED 
TERMS AT DAC MINISTERIAL.) TECHNICAL ASSISTANCE TO 
OIL COUNTRIES WILL BE PROVIDED ONLY FOR CASH. 

C. IN REPLY TO A QUESTION ABOUT GERMAN PARTICIPATION 
IN ADDITIONAL INTERNATIONAL EFFORTS SUCH AS AGRICUL- 
TURAL FUND, BAHR SAID THAT IT WILL FIRST BE NECESSARY 
TO ESTABLISH WHETHER OR NOT SUCH UNDERTAKINGS CAN BE 
ADMINISTERED BY EXISTING ORGANIZATIONS. IF THIS COULD 
BE ASCERTAINED THEN HE WOULD BE PREPARED TO AGREE. 
UNCLASSIFIED 
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5. AS PART OF THE OVERALL FEDERAL BUDGET, THE FOREIGN 
AID REQUEST FOR 1976 HAD ITS FIRST READING IN THE 
BUNDESTAG ON NOVEMBER 4. THE BUDGET REQUEST PROVIDES 
FOR CASH APPROPRIATIONS OF DM 3.39 BILLION (INCLUDING 
THE BUDGETS OF THE ECONOMIC COOPERATION MINISTRY AND 
OTHER FEDERAL MINISTRIES) WHICH IS 13.6 PERCENT BELOW 
1975 APPROPRIATIONS OF DM 3.93 BILLION. THESE 

FIGURES ARE IN CONTRAST TO A 4.1 PERCENT INCREASE OF 
THE OVERALL FEDERAL BUDGET IN 1976 OVER 1975. ALL 
MAIOR AID SECTORS ARE AFFECTED BY THESE CUTS. BILATERAL 
DEVELOPMENT LOANS WILL DECLINE BY 5.3 PERCENT FROM 
DM 1.52 TO DM 1.44 BILLION, OTHER BILATERAL MEASURES 
BY 12.4 PERCENT FROM DM 0.18 TO DM 0.16 BILLION, 

BILATERAL TA BY 2.9 PERCENT FROM DM 1.13 TO DM 1.09 
BILLION, MULTILATERAL AID BY 37.3 PERCENT FROM 1.05 
TO DM 0.66 BILLION, AND ADMINISTRATIVE EXPENSES BY 
10.1 PERCENT FROM DM 52 TO DM 47 MILLION. 

6. OBLIGATIONAL AUTHORITY IN THE 1976 AID REQUEST 
AMOUNTS TO DM 3.13 BILLION, A 14.5 PERCENT DECREASE 
OVER THE DM 3.66 BILLION OF 1975. EXCEPT FOR BILATERAL 
CAPITAL AID, WHICH IS PLANNED TO REMAIN AT THE LEVEL 
OF DM 2.35 BILLION OF 1975, ALL MAIOR SECTORS OF 
OBLIGATIONAL AUTHORITY WILL DECLINE CONSIDERABLY. 

OTHER BILATERAL MEASURES WILL DECLINE FROM DM 225 
TO DM 2 MILLION (BECAUSE OF A ONE-TIME AUTHORITY IN 
1975 OF DM 220 MILLION FOR THE GERMAN DEVELOPMENT 
COMPANY), BILATERAL TA BY 16.8 PERCENT FROM DM 840 
TO DM 699 MILLION, AND MULTILATERAL AID BY 64.3 
PERCENT FROM DM 23 1 TO DM 82 MILLION. THE LATTER 
DECREASE IS DUE TO NON-RECURRING OBLIGATIONAL AUTHORITY 
FOR AFDB PARTICIPATION (DM 67 MILLION) AND IDB 
PARTICIPATION (DM 124 MILLION) IN 1975. ON THE 

OTHER HAND, THE 1976 BUDGET REQUESTS DM 63 MILLION IN 
OBLIGATIONAL AUTHORITY FOR THE FRG CONTRIBUTION IN 
THE FAO FOOD PROGRAM FOR WHICH NO AMOUNT HAD BEEN 
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REQUESTED IN 1975. 

7. IN ORDER TO REDUCE APPROPRIATIONS FOR FRG 
CONTRIBUTIONS TO IFI'S THE FRG 1976 AID BUDGET CONTAINS 
UNCLASSIFIED 
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PROVISIONS FOR ISSUANCE OF NON-INTEREST BEARING BONDS 
OF DM 532.5 MILLION AS THE GERMAN CONTRIBUTION TO THE 
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BASIC CAPITAL OF IDA, TO THE SPECIAL FUNDS OF THE 
ADB AND TO THE BASIC CAPITAL AS WELL AS SPECIAL FUNDS 
OF IDB. 
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8. DURING HIS BUDGET SPEECH BEFORE THE BUNDESTAG ON 
NOVEMBER 4, THE FINANCE MINISTER, REFERRED TO THE 
0.7 PERCENT TARGET FOR ODA WHICH "HAS AGAIN BEEN 
DEMANDED AT THE 7TH SPECIAL UNGA" AND SAID : "LIKE 

IN SOCIAL POLICY, DEFENSE POLICY AND MANY OTHER AREAS 
OF NATIONAL POLICY, ONE MUST SEE CLEARLY AND WITHOUT 
BLINDERS THAT THE WISH AND THE POLITICAL WILL, WHICH I 
FULLY ENDORSE, CAN BE REALIZED ONLY IN THE FRAMEWORK 
OF FINANCIAL POSSIBILITIES’". WHAT THE FRG DOES AT THE 
PRESENT TIME " CONSTITUTES THE MAXIMUM OF THE STATE'S 
POSSIBILITIES ", HE UNDERLINED. 

9. THE PROPOSED 1976 BUDGET CONTAINS NO PROJECTIONS 
FOR MEDIUM-TERM FUNDING. US REP AT DAC REVIEW MAY 
UNCLASSIFIED 
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WISH TO ASK ABOUT IMPLICATIONS FOR FUTURE FRG AID 
PROGRAMS OF SHARP CUTBACKS IN 1976. IN THIS REGARD, 

IT WOULD ALSO BE USEFUL TO FIND OUT EFFECT ON MEDIUM 
TERM FUNDING OF POSTPONEMENT OF APPROPRIATIONS FOR 
IFI'S THROUGH DEVICE OF ISSUING BONDS RATHER THAN 
MAKING CONTRIBUTIONS IN CASH. 

HILT .F.NBR AND 
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